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1, Plamxdng i.ith rcepoet to murchant shipping is controllud by the
wovict utate, lorchont shipping in the UsSR is cn instrumont
of nctioncl olicy, .8 is the ecusc .ith tll vlements of the
woviet economy, merchent shipying ccn only justify ito cxistence
to the extent that it ifwrthers thoe over-cll srosrum of the urty,

The officizl stotument of the .oviet Uovermmenmt that Jhe volume
of sccepoing fruight shcll be incrossed to 220 per cont of  the
pro=tior loved by 1950 ond the moerchont marine incicised by
60,000 tons is motevorthy in the 1ight of the vovict position
in vorld trade. .hile th: veluc of .ovict «xports znd imports
moving by occenegjoins irace ..pocrs to hove cecountud ifor only
ebout one pur coent of the wuluc of totil vorla shisuing trudfice,
voviet-flog vessels constituted, in 1939, cbout o pur cent of
the vorld ococnegoin; morchant fluct, ‘this rcoiscus the guestion
of whother the voviet merchent mecdne is clrecdy lerger then
Joviet vorld truade justifics, '

ssumdng that viorlu eomnstruction progroms are suificicnt to
replace vosuels scheculec for the serap heap, the merchant
fleet of the world in 1950 will be cbout 20 per cent larper
then ths 1939 fleet, In contrzat to this over-cll inerccse,
Soviot plins czll for ship construction cuulvilont to wbout

70 gor cent of their ;resont ilcet, In tho cbsence of inuicee
tions thet thoe USSR intends to ebuncon its rclative isoletion
from vorlc trade, it must be zssumsd thet uomustic considerc-
tions have diotated these «x.cnsion plons. Come inorocse in
wovist cocstuise traffic vill undoubtudly result trom the
tmbitious incustri:lizetion cnd relocition fecturvs of ke
curront Five-Year ilen, additioncl nur tonntye cin be cbsorbed
through relecemcnt of obgolete tonncge, « large puxt of the
incontlve for the exycnded merchint morino, hovever, rust stom
from strotegic requirements cnd prestige considerctions. The
Ui, ¢85 & mjor poucr, Gislikes to sriwe & minor merchint
merine beforo the vorld, .n wmple Lictor of sufuty in the
size of its morchoant mirino, mor.over, iould be of [rcat ime
portunce, if purt of its merchomt fliot were to be sceriticed
in the course of & future militiry oeventwlity,

2, Prior to orld Wor II, the ULSR hod beun a socondery pover,
possoessing viarm vietor ports, Lhe cpprocches to which 4t could
not certainly control in ozse of hostilities vidth mejor souers,
This end other limitctions prevented it from bocoming 2 sca
poirer, and oversecs militory coventures w.cre beyond its capcbil-
itios, -ihcre s, thureforc, nmo plice for globel militiry or
polditiecl .lsnning in its merchunt shiping oolicy., s ¢
rosult of .orld ..cxr II, houever, tho ULSR has bocome & mijor
poucr, cnu hac lounchod o rogrum of inuwustricl expcnsion
vhich, if successiul, .11l westly incroise its cupuiDilitics

‘ . for mujor comstruction yrojcets, such o the wevelopment os o
poverful vy, & lurge .ir Jorcey, ¢nd en wcbunsive morchent
merine, hile its jsosition vith respeet o varm uetur Jorts
hee no cortcinty of solution, the U.il can cb lowst visuelize
the ossiblility of _oliticetl uuvelo.ments improving its
position in thisc rogerd, ‘thus, plobel .oliticcl =nd militcry
enalysis cun bugin to be & lied to plenning in the £icld of
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PSSR - _ MFRCHANT SHIPPING (A=2 CONT'D)

morchant shipping, althoush the M:rie venknesr of the USSR

in overseuc militurs operutionu canrot Lie qui-kly changed.

“n the othér hand, locit]l situu*ions udjrcoendt to tie UCF now
eull for direet o 1literl-militar: ~lans'ny in merchant atipe
ving effaire. ‘oviet dovelonment of <h lorticorn . en lonte,
it dmorov d vesition in the Baltie, “i¢ elimiration of

Juour, the oviet cortr.ctu:d nozition in the ‘anchuriar wort.,
and tunsion in the Rlack Tea have nll erveated situations in
which the advantaze of a merchant murine is elsarly indieated.
"11itery-nolitical considerctinrs, therefor , are pov un-

.drubtedly reflccted in merchant warine olunnin», In salta of

the Saet thet merchant shipnin~y rroject. for e immedicte fue
ture will not basically alter the “oviet vorld bosition in
ehipning.

From the point of view of purely domestic nolities, Soviet
merchant ehipping policy is domineted by nolitical considera=
tions, beeause all planned activity in the “oviet Union is a
menifestation of the Farty's politienl will,

Becsuse of the politieul orgunization of the Toviet Union, the
question of s':ite subridics for. ship construction and operatlon
48 academic. Cubsidies are senerally defined gs extra-zconomic
payments or privileges granted by a siute to privatc operators
for the performance of a eervice deemed to be in the public
interest, It im apparent, therefore, that trere can be no
toviet subsidies in the usual amense for the reason that there
are no private operators. In u broader senee, all shipping ac-
tivity in the USSR is cubsidized, as it is controlled by the
Stute, and can be maintained, rcgardless of its degree of eco~
nomic self~sufficiency, if it serves the State interest.

The Soviet Union is actively eagiced in expanding domestic
construction of merchant versels. Present plans eall for doube
1ling 1940 ehipyard output by 1550; onc yard building freighters
i1e# to be constructed on the Blaek Tea and another for travlers
and sea=going tugs in the Baltie. There is no apparcnt state
policy forbldding the use of for-ign-built vessels, despite the
drive toward foviet selfesufficieney. In the preewar veare,
there was considerable construction for Toviet aceount in for-
eign shipyards, notebly Germany, Denmark, France and the Neth-
erlands, At the precent time, howcver, little such construetion
eppears to be under way. Soviet use of foreigzn vessels is com-
fined to vcssels opera‘ed under charter party agreements and
the vessels aggregating 603,400 gross tons procured under Lend-
Lease from the US, The merchant marine of the USSR is manmed
by Soviet nationals,

foviet policy with respect to international merchent shipping
har evidenced general indifference toward multilateral agree-
monts, Numerous bilateral egreements have been concluded, how-
ever, which include underst:ndin’s on shinping problems as a
rt of economic arrangements. The Soviet Union is not a party
to the various internatiocnal agreement: rclating to such marie
time probleme az rates, working conditions, vessel classifica-
tion, etc. {(The U°FR, however, was signatory to some of the
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SR~ HANT SMIPPING {A=6_CONT'D)

pre-war Conventions reg rding ocean safcty, for example, the
1529 London Convention on fufety at feca.) Since private
operation of merchant shipping does not exi~t in the foviet
Union, there are no inter-compeny agreemento, O n the other
hand, shipping agreements exist beteen State arencies,

The most important international question facing the USSR in
the field of merchant shippinm 13 the dismosition of ths

© 603,400 tons of US Lend-Lease shippin: still operated by the
“oviet Union. This fleet is equivalent to ebout 50 per cent
of the USSR's own fleet, and ite disposition is a matter of
prime impor-ance to the USSR strategicully, us well ss cco-
nomically,

6, Yerchant shipping and civil aviation sre administered by sene=
rate ministries, but it appears that their funetione are ac-
tively integrated in over all planning by the “tate Planning
Commirsion (Gosplzn)., *hile tre {oviet Union favors freedom
of the seas in principle, 1t frequently ernforcecs restrictions
on foreign shipping useing its ports. The USSR, furthermore,
hae ettempted to secure civil eviation rights into foreign
are:s, slthough it does not permit alrlines of even iis satale
lite states to fly into Soviet territory.

7. Schedules of shipping lines and air communications are pre-
sumably coordinated in remote arsas of the USSR, The state
agency operating merchant vescels, however, does not cperate
air carriers, and there is no administrative control exercised
by either medium over the other,

ORCANIZATION

1, State ag-nci-s concerned with the merchant marine or clorely
related aspects of 1t are:

ftate Planning Cormisnion

dinistry of the MYerchant llarine
Anistry of the Fhipbuildinzg Industry
Ministry of Trade

2. The Ministry of the llerchant !‘urine is specifically charged
with operation and maintenance of the Soviet merchunt fleet,
including itz operations in the Casplan fea, The Winistry of
the Chipbuilding Industry is responsible for planning and con=
struction of the merchant fleet; the !liristry of Trade ias re-
gponsible for providing both forelgn suppliers and foreign
outlets, erchant marine planning is included in over~all
national planninz undertaken by the State Planning Commission,
Supplementing the official USSR Government agencic. are Purty
organizations which exercige direct influence on adninistrctlon
at all levels, lajor decistions, in fact, are tuken within
the Party's Politburo. . .

3. The Ministries mentioned ate are in themselves separate ngene
cles dealing with specific Problems, but all are subject to
over-all control of their economic aspects by the State Planning
Commission, The !Ministry of the Merchant Marine has no direct
connection with Ministries responsi: le for other media of
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transport. The extent of confliet between the agencies dealing
with transportetion is not known. However, since Coviet ocean-
going vussels alro ply the inland waterways, and operations
on the Casplan fea, an inXand waterway, are under the jurie-
diction of the linistry of the Merchapnt “arine, it is spparent
that there 1s some overlapping whieh provides areas of potenticl
conflict, \

4. The structures of the agencies mentioned in Bel kave bron ree

" peatedly changed in the courre of the vcricus cconomic planning

prograns adopted since 8 February 1918, when the merchant fleet
of the country and subsidiary shipping property were token over
by the etate, (Veesels which were uced as a dircet -:ans of
livelihood, those belonzing to coonerative enterprises, those
ovned by municipulitfes or state:, and theece in certain other
minor categories were excepted,) fome of this requisitioned
fleet was handed over to the various ste' s and state arzencles
for operation, but the bulk of the fleet was put under the cone
trol of a section of the Commissariat of Communications, In
1930, the foviet trend towerd a highly contr-lled and fully .
socialized aconomy wa: reflected in the establishment of the
Commisaarint of “ater Transport, which wus created to assume
control of 8ll forms of water transport. In lMarch 1946, juris-
dictlon over inland water transport having been removed, the
Commissariat was renamed the Ministry of the !lerchant llarine.
There is no evidence of impending further changes in merchant
shipping organization,

5. To rsk whether the ageneles administering Soviet merchant
shipping policy are operating in the public interest is tan-
temount to asking whether the Communist Party is ruling the
USSR in the true Interests of the Coviet people, which is be-
yond the scope of this study. The question of administrative
and operationel effTiciency is susceptible of more objective
treatment, The Coviet merchant aarinc hae unquestionably
raised the efficiency of its ecuiyment and personnel in recent
years through the acouisition of improved vemsels und the ome
phasis on extensive truining progrums. Cn the other hand, the
shortage of port eauinment and extensive war damage have kept
over-all efficiency far belov thé stendards of the leading
maritime nations. The burcaucratic efficiency of the merchant
shipping agencies is undoubtedly mimilar to that of the “oviet
Government generally, which is characterized by an wwieldy
system of numerous agenclies (52 Iinistries are officially
listed) contending with obvious problems of overlapping, and
subject to numerocus factors which vetard the processes of admin-

1stration.
C. D 3 (4]

.' 1. The establishment of nem scheduled shipping services between
the UCSR and cpecific foreign ports is under the comnlete juris-
diction of the “tate, The usual economic :-pects of such ques-
tions, carefully weizhed in countries rith frce competition, are
subordinatcd in the USSR to over-all politicel and econonmic

planning.
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U - VERCHANT SHIPPING (C=2

2, The procedurc for the determination of freight ratcs for Soviet
derchant larine traffic falle into two categories. Rates on
goods hauled for the account of one of the state mgencies are
determined by negotlation betvwean the agencles concerned, The
State Planniny Commiseion, hovever, hac the authority to review
and to revisc any rates established at Jover levels. The power
to esteblish freight ratea, thercfore, may be said to reside in
the State Ilanning Commirsion. Then Yoviet bottoms ere not
avellable and foreign churters are resorted to, the rate negoe
tiations are carried out by the 'linistry of the MWerchant ‘larine
and the foreign operators concerned, 1In the rare canes vhere
Foviet vesnsels onerate betvcen tro for:ign port:s for foreign
accourt, vorld freight rates are cpplied.

3. Efince the merchant marine is State-owned, there is no competi=
tion in the true sense bet-een merchant ~arine ovcraters. The
erevs of the various vessels do, howsver, engnge in vigorous

- "focinlist competition" to attaln officicl annrobation of their
efficiency in scamanship and freight handling, in the fulfille
nent of freight traffic plans ard the lcvering of costs., The
State has found i% advantagoous to offrr medals, prizes, ote.
for the attainment of stated objectives. It is state policy
to avoid competition bet—een the media of transportation, if
such competition viould adversely affect ©ate vlanning,

4. Cafety and inspection rules and their enforcement are the re-
sponsibility of the Division of Havization Inspection in the
Mnistry of the erchant <arinec. Accidents are investigated
in an orthodox munncr with investigations relying to a conrider-
eble degree upon eyewitness accounts, Failure to observe safety
regulations invites -erioun penalties,

5. The govern-unt maintains nmumcrous schools throughout the country
for the training of shipping technicians as part of the plan for
inietry of Labor Roserves, This program, inasugurated in 1640,
1s being currently exterded., Graduates of these schools with
training in shippint are assigned directly to Jobs according to
their specialization, Training of techniclans is given to those
with the equivelent of a high achool education after selection

" of student: is made on a basis of previcus scholastic record and
aptitudes, Trade schools also enroll boys who have only finished
elementary schools, but +ish to prepere for a career on shipboard,
usually not in a highly skilled technical capueity. All Soviet
labor i supnosed to be documented, and writien evidence of edu-
cution and previous work record ordinarily is demanded befcre
appllicante are nceepted for any wonition,

6- (See A's) !

., . 7. All enterprises are required to sutmit exhsustive reportc on many
:  phases of thelr activities, - These reportz are used (a) by the
enterprises tliemselves, (b) by the Utute Planninz Commission, (e)
for the preparntion of vwhatever g-aticticol and econonic data the
UCSR 4s willing to relenre, includinz thet for propaganda pure
poses, and (d) for the implementation of the Loviet gystenm of in-
centive rewards, _
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